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thought they had dropped to a "new low" level, found by 1933 that instead
he had bought when prices were at at an "old high" level. While the prices
he paid in 1932 were relatively much lower than the corresponding prices
for 1929, they were also relatively higher than they were at a later date.
Unless he held his purchases "over a period of years," he probably suffered
a loss.

One implication of the common-stock theory of investments is intriguing.
Suppose all stock purchasers observed all the limitations of the theory, and
suppose further that they all concluded to buy the stocks of the same cor-
porations. What would be the consequences, measured in terms of the prices
of these stocks and of those no longer in demand?

QUESTIONS AND SUGGESTIONS

1.  What is the difference between stock and shares in England?  In America?

2.  Explain what is meant by the residual position of the common stockholder.

3.  Define the relationship of authorized, issued, and outstanding stock.

4.  What is treasury stock, and why is it acquired?  What are the arguments for and
against its acquisition?

5.  Explain stock tenders, and state why they are used?  If the stock is listed on an
exchange, why not buy it in the open market instead of on tenders?

6.  What are the arguments against a corporation speculating in its own stock?

7.  What ifi the significance of the table comparing stock values of the Erie, Allied
Chemical and Dye, and J. I. Case?

8.  What is watered stock?  Whut arc the possible sources of the water?

9.  What is deferred stock, and why is it used?  What term has sometimes been used
in America to describe this kind of stock?

10.  What are subshares, and why are they used?  How has the common use of no-par
stock affected the iwo of subshares?

11.  In analyzing common stock, what distinctive features are studied?  Which is of
greatest importance?

12.  What aro the possible kinds of voting rights for common stock?  Whut are
current tendencies on this bubjoet?

13.  Sumplo "Main Street and Wall Street" by W. Z. Ripley, and state your impres-
sions of this book.

14.  What fc a proxy, and why is it used?  Who may give a proxy, and who may
exercise the rights under it?

15.  Why do proxy contests sometimes develop?  Who generally has the advantage
in such contests?  Why?

16.  How do the rules of the Securities and Exchange Commission affect proxy

17.  Illustrate the use of cumulative voting. On what subjects is it useful?

18.  Explain and account for the place occupied by most common stockholders in
determining the policies of their corporations.

19.  State the common-stock theory of investment.  Of what use is it to the average
investor?  Of what use is it to corporate managements?

21, Name several stocks that you consider sound investments. Several that you
consider highly speculative. Justify your conclusions in each case.